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AN ACT

To provide revenue, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act,
divided into titles and sections according to the following Table of
Contents, may be cited as the "Revenue Act of 1941":

TABLE OF CONTENTS

TITLE I-INDIVIDUAL AND CORPORATION INCOME TAXES

Sec. 101. Surtax on individuals.
Sec. 102. Optional tax on individuals with certain gross income of $3,000 or less.
Sec. 103. Corporation defense tax rates incorporated in rate schedules.
Sec. 104. Surtax on corporations and termination of defense tax.
Sec. 105. Tax on nonresident alien individuals.
Sec. 106. Tax on foreign corporations.
Sec. 107. Withholding of tax at source.
Sec. 108. Treaty obligations.
Sec. 109. Reduction in pursuance of treaties of rates of tax and withholding on

nonresident alien individuals resident in, and corporations organized
under laws of, Western Hemisphere countries.

Sec. 110. Defense tax rates on personal holding companies and transfers to
avoid income tax incorporated in rate schedules.

Sec. 111. Personal exemption.
Sec. 112. Returns of income tax.
Sec. 113. Credit for dependents.
Sec. 114. Noninterest-bearing obligations issued at discount.
Sec. 115. Short-term obligations issued on a discount basis.
Sec. 116. Information returns with respect to Federal obligations.
Sec. 117. Extension of time of orders of Securities and Exchange Commission.
Sec. 118. Taxable years to which amendments applicable.

TITLE II-ExCESS PROFITS TAX

Sec. 201. Excess profits tax rates and credits.
Sec. 202. Deduction of excess-profits tax.
Sec. 203. New capital.
Sec. 204. Corporations engaged in mining strategic metals.
Sec. 205. Taxable years to which amendments applicable.

TITLE III-CAPITAL STOCK TAX AND DECLARED VALUE EXCESS-PBOFITS TAX

Sec. 301. Capital stock tax.
Sec. 302. Declared value excess-profits tax-Defense tax rates Incorporated in

rate schedule.

TITLE IV-ESTATE AND GIFT TAXES
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PABT I-1932 EXCISE TAXES MADE PERMANENT

Sec. 501. 1932 excise taxes made permanent.
Sec. 502. Pipe line tax.
Sec. 503. Technical amendment
Sec. 504. Bond tax.
Sec. 505. Conveyance tax.
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Sec. 521. Defense excise tax rates made permanent which are not increased by
this Act.
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PART III-INCREASES IN BATES OF EXISTING EXCISE TAXES
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53 Stat. 5.
26 U. S. C. 12 (b).

PART IV-CHANGES IN BASIS OF COMPUTING TAX (BATES INCREASED IN CERTAIN CASES)

Sec. 541. Admissions tax.
Sec. 542. Cabaret, roof garden, etc.. tax.
Sec. 543. Club dues.
Sec. 544. Automobile, truck, bus, and parts tax.
Sec. 545. Radios, phonographs, records, and musical instruments.
Sec. 546. Mechanical refrigerators.
Sec. 547. Matches.
Sec. 548. Telephone, telegraph, etc.
Sec. 549. Installment, etc., payments.
Sec. 550. Effective date of Part IV.

PART V-NEW EXCISE TAXES

Sec. 551. New manufacturers' excise taxes.
Sec. 552. New retailers' excise taxes.
Sec. 553. Administrative changes in manufacturers' excise tax title of Code.
Sec. 554. Transportation of persons, etc.
Sec. 555. Coin-operated amusement and gaming devices.
Sec. 556. Bowling alleys, etc.
Sec. 557. Use of motor vehicles and boats.
Sec. 558. Effective date of Part V.

PART VI-PROCESSING TAX ON CEBTAIN OILS

Sec. 561. Payment of proceeds of processing tax to Guam and American Samoa.

TITLE VI--NONESSENTIAL FEDERAL ExPENDITUREs

Sec. 601. Nonessential Federal expenditures.

TITLE VII-CREDIT AGAINST FEDERAL UNEMPLOYMENT TAXES

Sec. 701. Credit against Federal unemployment taxes.

TITLE I-INDIVIDUAL AND CORPORATION
INCOME TAXES

SEC. 101. SURTAX ON INDIVIDUALS.

Section 12 (b) of the Internal Revenue Code is amended to read
as follows:

"(b) RATES OF SmrrAx.-There shall be levied, collected, and paid
for each taxable year upon the surtax net income of every individual
the surtax shown in the following table:
"If the surtax net income is:

Not over $2,000--------------------
Over $2,000 but not over $4,000 ------
Over $4,000 but not over $6,000 ------
Over $6,000 but not over $8,000-------
Over $8,000 but not over $10,000 -.-- _
Over $10,000 but not over $12,000.----
Over $12,000 but not over $14,000 ----
Over $14,000 but not over $16,000-----
Over $16,000 but not over $18,000--_-
Over $18,000 but not over $20,000-----
Over $20,000 but not over $22,000-___-
Over $22,000 but not over $26,000----.
Over $26,000 but not over $32,000-----
Over $32,000 but not over $38,000-----
Over $38,000 but not over $44,000-.__

The surtax shall be:
6% of the surtax net income.
$120, plus 9% of excess over $2,000.
$300, plus 13% of excess over $4,000.
$560, plus 17% of excess over $6,000.
$900, plus 21% of excess over $8,000.
$1,320, plus 25% of excess over $10,000.
$1,820, plus 29% of excess over $12,000.
$2,400, plus 32% of excess over $14,000.
$3,040, plus 35% of excess over $16,000.
$3,740, plus 38% of excess over $18,000.
$4,500, plus 41% of excess over $20,000.
$5,320, plus 44% of excess over $22,000.
$7,080, plus 47% of excess over $26,000.
$9,900, plus 50% of excess over $32,000.
$12,900, plus 53% of excess over

$38,000.
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"If the surtax net income is:
Over $44,000 but not over $50,000 ---

Over $50,000 but not over $60,000----

Over $60,000 but not over $70,000 ---

Over $70,000 but not over $80,000-----

Over $80,000 but not over $90,000.----

Over $90,000 but not over $100,000---

Over $100,000 but not over $150,000--

Over $150,000 but not over $200,000___

Over $200,000 but not over $250,000--_

Over $250,000 but not over $300,000__-

Over $300,000 but not over $400,000__-

Over $400,000 but not over $500,000-__

Over $500,000 but not over $750,000---

Over $750,000 but not over $1,000,000-

Over $1,000,000 but not over
$2,000,000.

Over $2,000,000 but not over
$5,000,000.

Over $5,000,000-----------------

689-H. 412-SEPT. 20, 1941

The surtax shall be:
$16,080, plus 55% of excess over

,44,000.
$19,380, plus 57% of excess over

$50,000.
$25,080, plus 59% of excess over

$60,000.
$30,980, plus 61% of excess over

$70,000.
$37,080, plus 63% of excess over

$80,000.
$43,380, plus 64% of excess over

$90,000.
$49,780, plus 65% of excess over

$100,000.
$82,280, plus 66% of excess over

$150,000.
$115,280, plus 67% of excess over

$200,000.
$148,780, plus 69% of excess over

$250,000.
$183,280, plus 71% of excess over

$300,000.
$254,280, plus 72% of excess over

$400,000.
$326,280, plus 73% of excess over

$500,000.
$508,780, plus 74% of excess over

$750,000.
$693,780, plus 75% of excess over

$1,000,000.
$1,443,780, plus 76% of excess over

$2,000,000.
$3,723,780, plus 77% of excess over

$5,000,000."

SEC. 102. OPTIONAL TAX ON INDIVIDUALS WITH CERTAIN GROSS
INCOME OF $3,000 OR LESS.

(a) OPrrONAL TAX.-The Internal Revenue Code is amended by
inserting after section 396 the following new Supplement:

"Supplement T-Individuals With Gross Income From Certain
Sources of $3,000 or Less

"SEC. 400. IMPOSITION OF TAX.

"In lieu of the tax imposed under sections 11 and 12, an individual
may elect, for each taxable year, to pay the tax shown in the following
table if his gross income for such taxable year is $3,000 or less ana
consists wholly of one or more of the following: Salary, wages, com-
pensation for personal services, dividends, interest, rent, annuities, or
royalties:

"If the grow income is over-

$1-- .--
$750--
$775--
$800--
$825--
$850 -
$875--
$900--

The tax shall be-

But not
over- Single person Head of family

(not head of or married
a family) person

$750 $0 $0
775 1 1 0
800 2 0
825 3 0
850 5 0
875 7 0
900 9 0
925 11 0

278941°-42-PT. I---44

54 Stat. 1007.
26 U. S. C. 396.

63 Stat. 6.
26 U. S. C. § 11,12.
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"If the gross income is over-

$925 9 2 5---------------------
$950 --- 9------------------- ----
$975 ----------------------------------
$1,000 0------------------------------
$1,025-------- ---- ------------
$1,050 ---------------------------------
$1,075 ------------------------------
$1,100 ---- ----------------------
$1,125---- --------------------------
$1,150-----------------------------..
$1,175 ------------------------------
$1,200 -----------------------------
$1,225--------------------------------
$1,250----------------------------------
$1,275---------------------- -----
$1,300 ----------------------------
$1,325---- ---------------------
$1,350--- ---------------------
$1,375----------------------- ----
$1,400--------- ----------- ------
$1,425 -------------------------
$1,450---- -----------------------
$1,475------------- ---------- ----
$1,500 - -----------------------------
$1,525-----------------------
$1,550 -----------------------
$1,575 -----------------------------
$1,600------------------------------.-
$1,625 -----------------------------
$1,650----.............................
$1,675-----------------------------...-
$1,700-------------------....-........
$1,725 -----------------------------..
$1,750-------.---------------......----
$1,775--------------------------.--
$1,800---------------------- ---------
$1,825------ .--------------------.
$1,850----- -------------- -----.-
$1,875 ---------- ---...------------.
$1,900-------------------------.----.-
$1,925 ------------------------- _-- .
$1,950--------------------.-_------.--
$1,975 -------------.---------------__..
$2,000 - ---------------------------..--
$2,025-----------------------..-...-----
$2,050--------.-- ---------------.---
$2,075-------------------------------
$2,100------------------. .----------
$2,125---------------- -------------_
$2,150----------- ------------------
$2,175----------------- ------------
$2,200-----------..------------------
$2,225--------------- --------------
$2,250----------.------- ------------
$2,275----- -------.. ------------.

But not
over-

$950
975

1, 000
1, 025
1, 050
1, 075
1, 100
1,125
1, 150
1,175
1, 200
1, 225
1, 250
1, 275
1, 300
1, 325
1, 350
1, 375
1,400
1,425
1,450
1,475
1, 500
1, 525
1, 550
1, 575
1, 600
1, 625
1, 650
1, 675
1, 700
1, 725
1,750
1,775
1, 800
1, 825
1, 850
1, 875
1, 900
1, 925
1, 950
1, 975
2, 000
2, 025
2, 050
2, 075
2, 100
2,125
2,150
2,175
2,200
2, 225
2, 250
2, 275
2.300

The tax shall be-

Single person Head of family
(nnt head of or married

a family)

$14
16
18
20
22
24
26
29
31
33
35
37
39
42
44
46
48
50
52
55
57
59
61
63
65
68
70
72
74
76
78
80
83
85
87
89
91
93
96
98

100
102
104
106
109
111
113
115
117
119
122
124
126
128
130

person

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1
2
3
5
6
7
9

11
13
15
17
19
22
24
26
28
30
32
35
37
39
41
43
45
48
50
52
54
56
58
60
63-l -, -
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"If the gross income is over-

$2,300 ------ --------------. ----
$2,325 --------------------------------_
$2,350 -------------------------
$2,375 ---------------------------------
$2,400 ---------------------------------
$2,425 --------------------------------
$2,450 - _-------------------_---------_
$2,475 --------------------------------
$2,500----------------------------------
$2,525 -- ----------------------------
$2,550 ---------------------------------
$2,575 ------------------------------
$2,600 ---------------------------------
$2,625 ------ -------------- ------
$2,650----------------------------------
$2,675 ----------------------------------
$2,700-- ------------------- ----- -I
$2,725----------------- ---------------
$2,750 ----------------------- -
$2,775 ---- ------- ---------------- I
$2,800 --------------------- ----
$2,825------------------------------
$2,850 ------------ ---------------------
$2,875----------------------------------
$2,900 -........... . ........$2,9002------------------------
$2,925 ---------------------------------
$2,950 --------------------------------
$2,975 ----------------------------------

But not
over-

$2, 325
2, 350
2, 375
2, 400
2, 425
2, 450
2, 475
2,500
2, 525
2,550
2, 575
2, 600
2, 625
2, 650
2, 675
2, 700
2, 725
2, 750
2, 775
2, 800
2,825
2, 850
2, 875
2, 900
2, 925
2, 950
2, 975
3, 000

The tax shall be-

Single person Head of family
(not head of or married

a family) person

$132 $65
134 67
137 69
139 71
141 73
143 76
145 78
147 80
150 82
152 84
154 86
156 89
158 91
160 93
163 95
165 97
167 99
169 102
172 104
174 106
177 108
180 110
183 112
186 114
189 117
191 119
194 121
197 123

In applying the above schedule to determine the tax of a taxpayer
with one or more dependents there shall be subtracted from his
gross income $400 for each such dependent.

"SEC. 401. RULES FOR APPLICATION OF SECTION 400.

"For the purposes of this Supplement-
"(a) DEFINITIONS-

"(1) 'Married person' means a married person living with
husband or wife.

"(2) 'Dependent' means a person (other than husband or
wife) dependent upon and receiving his chief support from the
taxpayer if such dependent person is under eighteen years of age
or is incapable of self-support because mentally or physically de-
fective, excluding as a dependent, in the case of a head of a
family, one who would be excluded under section 25 (b) (2) (B).

"(b) DETERMINATION OF STATUS.-The determination of whether
a person is living with husband or wife, is a head of a family, or is a
dependent, shall be made as of the last day of the taxpayer's taxable
year.

"(C) SEPARATE RETURN OF HUSBAND AND WIFE.-If a husband and
wife living together file separate returns, each shall be treated as a
single person.

"(d) MARIED PERSONS NOT LVING WrrIH HUSBAND OR WIFE.-A
married person not a head of a family and not living with husband
or wife shall be treated as a single person.

Deductions for de-
pendents.

"Married person."

"Dependent."

Post, p. 697.
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Ante, p. 689.

53 Stat. 24.
26 U. S. C. § 31,32.

"SEC. 402. MANNER OF ELECTION.

"The election referred to in section 400 shall be considered to have
been made if the taxpayer files the return prescribed for this Supple-
ment and such election shall be irrevocable. If the taxpayer for any
taxable year has filed a return computing his tax without regard to
this Supplement, he may not thereafter elect for such year to compute
his tax under this Supplement.

"SEC. 403. CREDITS AGAINST TAX NOT ALLOWED.

"Section 31 (relating to foreign tax credit) and section 32 (relating
to credit for taxes withheld at source) shall not apply with respect
to the tax imposed by this Supplement.

"SEC. 404. CERTAIN TAXPAYERS NOT ELIGIBLE.

"This Supplement shall not apply to a nonresident alien individual,
or an estate or trust."

(b) CROSS-REFERENCES.-
53 Stat. 5. l1) Section 11 of the Internal Revenue Code is amended by insert-
26 U. . C. 11. ing at the end thereof the following: "(For alternative tax if gross

income from certain sources is $3,000 or less, see section 400) ".
53 Stat. 5, 7. (2) Section 12 of the Internal Revenue Code is amended by insert-
26 U. . C. ing at the end thereof the following:

"(g) For alternative tax if gross income from certain sources is
Ante, p. 689. $3,000 or less, see section 400."
3 Stat. 4,5. (c) AMENDMENT TO SECTION 4.-Section 4 of the Internal Revenue

26 . C.4. Code is amended by inserting at the end thereof the following:
54 Sta. 1005. "(k) Shareholders of Personal Service Corporations,-Supple-
26 U. S. C. § 391- '-

396. ment S.
Ante, p.689. "(1) Individuals with gross income from certain sources of $3,000

or less,-Supplement T."

SEC. 103. CORPORATION DEFENSE TAX RATES INCORPORATED IN
RATE SCHEDULES.

53 Stat. 864.
26 U. S . 13 (b)

(1) -(2).

53 Stat. 864.
26 U. S. C. 14(b)

(a) TAX ON CORPORATIONS IN GENERAL.-Section 13 (b) (1) and (2)
of the Internal Revenue Code are amended to read as follows:

" (1) GENERAL RULE.-A tax of 24 per centum of the normal-tax
net income; or

"(2) ALTERNATIVE TAX (CORPORATIONS WITH NORMAL-TAX NET

INCOME SLIGHTLY MORE THAN $25,000).-A tax of $4,250, plus 37

per centum of the amount of the normal-tax net income m excess
of $25,000."

(b) TAX ON SPECIAL CLASSES OF CORPORATIONS.-Section 14 (b) of
the Internal Revenue Code is amended to read as follows:

"(b) CORPORATIONS WITH NORMAL-TAX NET INCOMES OF NOT MORE
THAN $25,000.-If the normal-tax net income of the corporation is
not more than $25,000, and if the corporation does not come within
one of the classes specified in subsection (c), (d), or (e) of this
section, the tax shall be as follows:

"Upon normal-tax net incomes not in excess of $5,000, 15 per
centum.

"$750 upon normal-tax net incomes of $5,000, and upon normal-
tax net incomes in excess of $5,000 and not in excess of $20,000,
17 per centum in addition of such excess.

"$3,300 upon normal-tax net incomes of $20,000, and upon nor-
mal-tax net incomes in excess of $20,000, 19 per centum in
addition of such excess."
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(c) FOREIGN CORPORATIONs.-Section 14 (c) of the Internal Revenue
Code (relating to tax on resident foreign corporations) is amended
by striking out "22 6 per centum" and inserting "24 per centum".

(d) SURTAX ON CORPORATIONS IMPROPERLY ACCUMULATING SUR-
PLIs.-The rate schedule of section 102 of the Internal Revenue Code
is amended to read as follows:

"271/2 per centum of the amount of the undistributed section
102 net income not in excess of $100,000, plus

"381/2 per centum of the undistributed section 102 net income in
excess of $100,000."

(e) MUTUAL INVESTMENT COMPANIES.-Section 362 (b) of the
Internal Revenue Code (relating to tax on mutual investment com-
panies) is amended by striking out "223 per centum" and inserting
"24 per centum".

SEC. 104. SURTAX ON CORPORATIONS AND TERMINATION OF
DEFENSE TAX.

(a) GENERAL RULE.-Section 15 of the Internal Revenue Code
(relating to defense tax) is amended to read as follows:

"SEC. 15. SURTAX ON CORPORATIONS.

"(a) CORPORATION SURTAX NET INCOME.-For the purposes of this
chapter the term 'corporation surtax net income' means the net
income minus the credit for dividends received provided in section
26 (b), computed by limiting such credit to 85 per centum of the net
income in lieu of 85 per centum of the adjusted net income.

"(b) IMPOSITION OF TAx.-There shall be levied, collected, and paid
for each taxable year upon the corporation surtax net income of
every corporation (except a corporation subject to the tax imposed
by section 231 (a) or Supplement Q) a surtax as follows:

"Upon corporation surtax net incomes not in excess of $25,000,
6 per centum of the amount thereof;

"Upon corporation surtax net incomes in excess of $25,000,
$1,500, plus 7 per centum of the excess over $25,000."

(b) SURTAX ON MUTUAL INVESTMENT COMPANIES.-Supplement Q
of the Internal Revenue Code (relating to mutual investment com-
panies) is amended by inserting at the end thereof a new section to
read as follows:

"SEC. 363. SURTAX ON MUTUAL INVESTMENT COMPANIES.

"(a) SUPPLEMENT Q SURTAX NET INCOME.-For the purposes of
this chapter the term 'Supplement Q surtax net income' means the net
income, computed without the net operating loss deduction provided in
section 23 (s), minus the dividends paid during the taxable year
increased by the consent dividends credit provided in section 28. For
the purposes of this subsection the amount of dividends paid shall be
computed in the same manner as provided in subsections (d), (e), (f),
(g), (h), and (i) of section 27 for the purpose of the basic surtax
credit provided in section 27.

"(b) IMPOSITION OF TAx.-There shall be levied, collected, and paid
for each taxable year upon the Supplement Q surtax net income of
every mutual investment company a surtax as follows:

"Upon Supplement Q surtax net incomes not in excess of
$25,000, 6 per centum of the amount thereof;

"Upon Supplement Q surtax net incomes in excess of $25,000,
$1,500, plus 7 per centum of the excess over $25,000."
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53 Stat. 36.
26U. S. C. §104(b).

53 Stat. 7, 864; 54
Stat. 520.

26 U. S. C. §§13,
14 (b), 15.

53 Stat. 78.
26 U.S. C. 231(b).

53 Stat. 864; 54 Stat.
520.

26U. S. C. § 14 (c)
(1), 15.

53 Stat. 80.
26 U. S. C. § 251 (c)

(1).

53 Stat. 7, 864; 54
Stat. 520.

26 U. S. C. §§13, 14
(b), 15.

53 Stat. 81.
26 U. S.C. § 261 (a).

15 U. S. C. ch. 4.

53 Stat. 7, 864: 54
Stat. 520.

26 U. S.C. § 13,
14 (b), 15.

53 Stat. 81,866.
26 U.S.C. 5 262 (a).

53 Stat. 7, 111; 54
Stat. 520.

26 U. S. C. se 13-15,
600.

53 Stnt. 75: 54 Stat.
518.

26 UI. . C. 
2

11 (a)
(1) (A).

53 Stat. 75.
26 U. . C. i 211 (a)

(2).

53 Stat. 76; 54 Stat.
518.

26 U.S.C. § 211(c).

53 Stat. 78.
26 U. S. C. 1 231 (a).

(c) SURTAX ON BANKS.-Section 104 (b) of the Internal Revenue
Code (relating to certain banks and trust companies) is amended to
read as follows:

"(b) RATE OF TAx.-Banks shall be subject to tax under section 13
or section 14 (b), and under section 15."

(d) SURTAX ON RESIDENT FOREIGN CORPORATIONS.-Section 231 (b)
of the Internal Revenue Code (relating to certain foreign corpora-
tions) is amended to read as follows:

"(b) RESIDENT CORPORATIONS.-A foreign corporation engaged in
trade or business within the United States or having an office or place
of business therein shall be taxable as provided in section 14 (c) (1)
and section 15."

(e) SURTAX ON CORPORATIONS ENTrrTED TO THE BENEFITS OF SECTION
251.-Section 251 (c) (1) of the Internal Revenue Code (relating to
the tax on corporations entitled to the benefits of section 251} is
amended to read as follows:

"(1) CORPORATION TAX.-A domestic corporation entitled to the
benefits of this section shall be subject to tax under section 13
or section 14 (b), and under section 15."

(f) SURTAX ON CHINA TRADE ACT CORPORATIONS.-
(1) SURTAx.-Section 261 (a) of the Internal Revenue Code (relat-

ing to the tax on China Trade Act corporations) is amended to read
as follows:

"(a) CORPORATION TAX.-A corporation organized under the China
Trade Act, 1922 (42 Stat. 849; U. S. C., 1934 ed., title 15, ch. 4),
shall be subject to tax under section 13 or section 14 (b), and under
section 15."

(2) CREDIT OF CHINA TRADE ACT CORPORATIONS.-Section 262 (a)
of the Internal Revenue Code (relating to credit against net income
of China Trade Act corporations) is amended by striking out "sec-
tions 13, 14, and 600" and inserting in lieu thereof "sections 13, 14,
15, and 600"; and by striking out "section 13 or 14" wherever occur-
ring therein and inserting in lieu thereof "section 13, 14, or 15".

SEC. 105. TAX ON NONRESIDENT ALIEN INDIVIDUALS.

(a) TAX IN GENERAL.-Section 211 (a) (1) (A) of the Internal
Revenue Code (relating to tax on nonresident alien individuals not
engaged in trade or business within the United States and not having
an office or place of business therein) is amended by striking out "15
per centum and inserting in lieu thereof "27½2 per centum".

(b) AGGREGATE RECEIPTS MORE THAN $23,000.-Section 211 (a) (2)
of the Internal Revenue Code is amended to read as follows:

"(2) AGGREGATE MORE THAN $23,000.-The tax imposed by
paragraph (1) shall not apply to any individual if the aggregate
amount received during the taxable year from the sources therein
specified is more than $23,000."

(c) TAX WHERE GROSS INCOME OF MORE THAN $2 3.000.-Section
211 (c) of the Internal Revenue Code (relating to tax on certain
nonresident alien individuals) is amended by striking out "$24,000"
wherever occurring therein and inserting in lieu thereof "$23,000";
and by striking out "15 per centum" and inserting in lieu thereof
c271/ per centum".

SEC. 106. TAX ON FOREIGN CORPORATIONS.

Section 231 (a) of the Internal Revenue Code (relating to tax
on nonresident foreign corporations) is amended by striking out "15
per centum" and inserting in lieu thereof "27/2 per centum".
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SEC. 107. WITHHOLDING OF TAX AT SOURCE.

(a) Sections 143 (a) and (b) and 144 of the Internal Revenue Code
are amended by striking out "15 per centum" wherever occurring
therein and inserting in lieu thereof "271/2 per centum".

(b) Section 143 (h) of the Internal Revenue Code is repealed.
(c) Subsections (a) and (b) of this section shall apply only with

respect to the period beginning with the tenth day after the date of
the enactment of this Act.

SEC. 108. TREATY OBLIGATIONS.

No amendment made by this title shall apply in any case where its
application would be contrary to any treaty obligation of the United
States.

SEC. 109. REDUCTION IN PURSUANCE OF TREATIES OF RATES OF
TAX AND WITHHOLDING ON NONRESIDENT ALIEN
INDIVIDUALS RESIDENT IN, AND CORPORATIONS
ORGANIZED UNDER LAWS OF, WESTERN HEMISPHERE
COUNTRIES.

(a) Section 143 (a) (1) (relating to withholding of tax on tax-free
covenant bonds); section 143 (b) (relating to withholding of tax on
dividends, rents, etc.); section 144 (relating to payment of corpora-
tion income tax at source); section 211 (a) (1) (relating to tax on
nonresident alien individuals); and section 231 (a) (1) (relating to
tax on nonresident foreign corporations) of the Internal Revenue
Code are amended by striking out "a contiguous country" and insert-
ing in lieu thereof "any country in North, Central, or South America,
or in the West Indies, or of Newfoundland".

(b) Section 211 (a) (3) of the Internal Revenue Code is amended
to read as follows:

"(3) RESIDENTS OF CERTAIN COUNTRIEs.-The provisions of para-
graph (2) shall not apply to a resident of any country in North,
Central, or South America, or in the West Indies, or of New-
foundland, so long as there is in effect with such country a treaty
which provides otherwise."

(c) Section 211 (c) (4) of the Internal Revenue Code is amended
to read as follows:

"(4) This subsection shall not apply to a resident of any
country in North, Central, or South America, or in the West
Indies, or of Newfoundland, so long as there is in effect with
such country a treaty which provides otherwise."

SEC. 110. DEFENSE TAX RATES ON PERSONAL HOLDING COM-
PANIES AND TRANSFERS TO AVOID INCOME TAX INCOR-
PORATED IN RATE SCHEDULES.

(a) PERSONAL HoLDING COMPANIE.--Section 500 of the Internal
Revenue Code (relating to tax on personal holding companies) is
amended as follows:

(1) By striking out the heading "(a) GENERAL RULE.-";
2) By amending the rate schedule to read as follows:

"(1) 711/2 per centum of the amount thereof not in excess of
$2,000; plus

"(2) 821/2 per centum of the amount thereof in excess of
$2,000."; and

(3) By repealing subsection (b) (relating to defense tax for five
years).

53 Stat. 60, 62; 54
Stat. 519.

26 U. S. C. §§143,
144.

54 Stat. 520.
26 U.S. C. § 143 (h).

53 Stat. 60, 61.
26 U. S. C. § 143

(a) (1), (b).
53 Stat. 62.
26 U. S. C. 144.
53 Stat. 75.
26 U. S.C. 211

(a) (1).
53 Stat. 78.
26 U. S. C. . 231

(a) (1).

53 Stat. 75.
26 U. S. C. § 211

(a) (3).

53 Stat. 76.
26 (1. S. O. § 211
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521.
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53 Stat. 172; 54 Stat.
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26 U. S. C. 1251(f).

63 Stat. 27.
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(b) TRANSsERS To AvOID INCOME TAX.-Section 1250 of the Internal
Revenue Code (relating to tax on transfers to avoid income tax) is
amended as follows:

(1) By striking out the heading "(a) GENERAL RULE.-";
(2) By striking out "25 per centum" and inserting "271/2 per

centum"; and
(3) By repealing subsection (b) (relating to defense tax for five

years).

SEC. 111. PERSONAL EXEMPTION.

(a) Section 25 (b) (1) of the Internal Revenue Code is amended
to read as follows:

"(1) PERSONAL EXEMP1ION.-In the case of a single person or a
married person not living with husband or wife, a personal
exemption of $750; or in the case of the head of a family or a
married person living with husband or wife, a personal exemp-
tion of $1,500. A husband and wife living together shall receive
but one personal exemption. The amount of such personal
exemption shall be $1,500. If such husband and wife make
separate returns, the personal exemption may be taken by either
or divided between them, except that if one spouse makes a return
under Supplement T, the personal exemption of the other spouse
shall be $750."

(b) Section 214 of the Internal Revenue Code (relating to personal
exemption of nonresident alien individuals) is amended by striking
out ';800" and inserting in lieu thereof "$750".

(c) Section 251 (f) of the Internal Revenue Code (relating to
personal exemption of citizens entitled to benefits of section 251) is
amended by striking out "$800" and inserting in lieu thereof "$750".

SEC. 112. RETURNS OF INCOME TAX.

(a) INDIVIDUAL RETURNS.-Section 51 (a) of the Internal Revenue
Code is amended to read as follows:

"(a) REQUIREMENT.-The following individuals shall each make
under oath a return stating specifically the items of his gross income
and the deductions and credits allowed under this chapter and such
other information for the purpose of carrying out the provisions of
this chapter as the Commissioner with the approval of the Secretary
may by regulations prescribe-

"(1) Every individual who is single or who is married but not
living with husband or wife, if having a gross income for the
taxable year of $750 or over.

"(2) Every individual who is married and living with husband
or wife, if no joint return is made under subsection (b) and if-

"(A) Such individual has for the taxable year a gross
income of $1,500 or over, and the other spouse has no gross
income; or

"(B) Such individual and his spouse each has for the
taxable year a gross income and the aggregate gross income
is $1,500 or over."

(b) FIDUCIARY RETURNS.-Section 142 (a) of the Internal Revenue
Code is amended to read as follows:

"(a) REQUIREMENT OF RETuRN.-Every fiduciary (except a receiver
appointed by authority of law in possession of part only of the prop-
erty of an individual) shall make under oath a return for any of the
following individuals, estates, or trusts for which he acts, stating
specifically the items of gross income thereof and the deductions and
credits allowed under this chapter and such other information for the
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purpose of carrying out the provisions of this chapter as the Com-
missioner with the approval of the Secretary may by regulations
prescribe-

"(1) Every individual having a gross income for the taxable
year of $750 or over, if single, or if married and not living with
husband or wife;

"(2) Every individual having a gross income for the taxable
year of $1,500 or over, if married and living with husband or
wife;

"(3) Every estate the gross income of which for the taxable
year is $750 or over;

"(4) Every trust the net income of which for the taxable year
is $100 or over, or the gross income of which for the taxable year
is $750 or over, regardless of the amount of the net income; and

"(5) Every estate or trust of which any beneficiary is a non-
resident alien."

(c) INFORMATION RETuRNs.-Section 147 (a) of the Internal Rev-
enue Code (relating to information at the source) is amended by
striking out "$800" wherever occurring therein and inserting in lieu
thereof "$750".

SEC. 113. CREDIT FOR DEPENDENTS.

Section 25 (b) (2) of the Internal Revenue Code (relating to credit
for dependents) is amended to read as follows:

"(2) C rEDIT FOR DEPENDENTS.--
"(A) Allowance in General.-$400 for each person (other

than husband or wife) dependent upon and receiving his
chief support from the taxpayer if such dependent person is
under eighteen years of age or is incapable of self-support
because mentally or physically defective.

"(B) Exception for Certain Heads of Families.-If the
taxpayer would not occupy the status of head of a family
except by reason of there being one or more dependents for
whom he would be entitled to credit under subparagraph
(A), the credit under such subparagraph shall be disallowed
with respect to one of such dependents.

SEC. 114. NONINTEREST-BEARING OBLIGATIONS ISSUED AT DIS-
COUNT.

Section 42 of the Internal Revenue Code (relating to period in
which items of gross income are included) is amended by inserting
before the first sentence thereof "(a) GENERAL RULE.-", and by
inserting at the end of such section a new subsection to read as
follows:

"(b) NONINTEREST-BEARING OBLIGATIONS ISSUED AT DISCOUNT.-If,
in the case of a taxpayer owning any noninterest-bearing obligation
issued at a discount and redeemable for fixed amounts increasing at
stated intervals, the increase in the redemption price of such obliga-
tion occurring in the taxable year does not (under the method of
accounting used in computing his net income) constitute income to
him in such year, such taxpayer may, at his election made in his
return for any taxable year beginning after December 31, 1940, treat
such increase as income received in such taxable year. If any such
election is made with respect to any such obligation, it shall apply
also to all such obligations owned by the taxpayer at the beginning
of the first taxable year to which it applies and to all such obligations
thereafter acquired by him and shall be binding for all subsequent
taxable years, unless upon application by the taxpayer the Commis-
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sioner permits him, subject to such conditions as the Commissioner
deems necessary, to change to a different method. In the case of any
such obligations owned by the taxpayer at the beginning of the first
taxable year to which his election applies, the increase in the redemp-
tion price of such obligations occurring between the date of acquisi-
tion and the first day of such taxable year shall also be treated as
income received in such taxable year."

SEC. 115. SHORT-TERM OBLIGATIONS ISSUED ON A DISCOUNT
BASIS.

26u. s.. 42. (a) DISCOUNT ACCRUED AT MATurr rr.-Section 42 of the Internal
Ante, p. 697. Revenue Code (relating to period in which items of gross income are

included) is amended by inserting at the end thereof the following
new subsection:

"(c) SHORT-TER OBLIGATIONS ISSUED ON DISCOUNT BASIS.-In the
case of any obligation of the United States or any of its possessions,
or of a State or Territory, or any political subdivision thereof, or
of the District of Columbia, issued on or after March 1, 1941, on a
discount basis and payable without interest at a fixed maturity date
not exceeding one year from the date of issue, the amount of discount
at which such obligation is originally sold shall not be considered
to accrue until the date on which such obligation is paid at maturity,
sold, or otherwise disposed of."

53 Stat. 0. (b) CAPITAL GAIN RULE NOT APPLOABmLE.-Section 117 (a) (1) of
(a8). . . . 117 the Internal Revenue Code (relating to definition of capital assets)

is amended by striking out the semicolon at the end thereof and
inserting in lieu thereof the following: ", or an obligation of the
United States or any of its possessions, or of a State or Territory,
or any political subdivision thereof, or of the District of Columbia,
issued on or after March 1, 1941, on a discount basis and payable
without interest at a fixed maturity date not exceeding one year from
the date of issue;".

(c) EFFECTIVE DATE OF AMENDMENTS.-The amendments made by
this section shall be applicable with respect to taxable years ending
after February 28, 1941.

SEC. 116. INFORMATION RETURNS WITH RESPECT TO FEDERAL
OBLIGATIONS.

538tat.64. (a) Section 147 (d) of the Internal Revenue Code (exempting
2 C. ) interest on obligations of the United States from information require-

ment) is repeated.
53 Stat. 4. (b) Section 147 (b) of the Internal Revenue Code is amended by

U.S.C. 147(b). striking out "and (2)" and inserting in lieu thereof "(2) in the case
of payments of interest upon obligations of the United States or any
agency or instrumentality thereof, and (3)".

Effective date. (C) Subsections (a) and (b) of this section shall take effect upon
the day after the date of the enactment of this Act.

SEC. 117. EXTENSION OF TIME OF ORDERS OF SECURITIES AND
EXCHANGE COMMISSION.

26 U.. C. 373) (a). ExTENsION.-Section 373 (a) of the Internal Revenue Code
(relating to the definition of orders of the Securities and Exchange
Commission with respect to which Supplement R applies) is amended
to read as follows:

"(a) The term 'order of the Securities and Exchange Commission'
means an order (1) issued after May 28, 1938, and prior to January
1, 1943, by the Securities and Exchange Commission to effectuate
the provisions of section 11 (b) of the Public Utility Holding Com-
pany Act of 1935 (49 Stat. 820; U. S. C., Supp. V, title 15, section
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79k (b)), or (2) issued by the Commission subsequent to December
31, 1942. in which it is expressly stated that an order of the character
specified in clause (1) is amended or supplemented, and (3) which
has become final in accordance with law."

(b) EFFECTIVE DATE OF AMENDMENT.-The amendment made by
this section shall be applicable only with respect to taxable years
beginning after December 31, 1939.

SEC. 118. TAXABLE YEARS TO WHICH AMENDMENTS APPLICABLE.

The amendments made by this title (except sections 107, 115, 116,
and 117) shall be applicable only with respect to taxable years begin-
ning after December 31, 1940.

TITLE II-EXCESS PROFITS TAX

SEC. 201. EXCESS PROFITS TAX RATES AND CREDITS.

(a) RATES.-Section 710 (a) of the Internal Revenue Code is
amended to read as follows:

"(a) IMPOSITION.-
"(1) GENERAL RULE.-There shall be levied, collected, and paid,

for each taxable year, on the adjusted excess profits net income,
as defined in subsection (b), of every corporation (except a cor-
poration exempt under section 727) the tax shown in the following
table:

"If the adjusted excess profits net
income is:

Not over $20,000-----------------

Over $20,000, but not over $50,000----
Over $50,000, but not over $100,000---

Over $100,000, but not over $250,000--

Over $250,000, but not over $500,000--

Over $500,000----------------------
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The tax shall be:

35% of the adjusted excess profits net
income.

$7,000, plus 40% of excess over $20,000.
$19,000, plus 45% of excess over

$50,000.
$41,500, plus 50% of excess over

$100,000.
$116,500, plus 55% of excess over

$250,000.
$254,000, plus 60% of excess over

$500,000.

"(2) APPLICATION OF RATES IN CASE OF CERTAIN EXCHANGES.-

If the taxpayer's highest bracket aniount for the taxable year
computed under section 752 (relating to certain exchanges) is less
than $500,000, then in the application of the table in paragraph
(1) of this subsection to such taxpayer, in lieu of each amount,
other than the percentages, specified in such table, there shall be
substituted an amount which bears the same ratio to the amount
so specified as the highest bracket amount so computed bears to
$500,000."

(b) EXCESS PROFITS CREDIT--BASED ON INESTED CPITAL.--Section
714 of the Internal Revenue Code, as amended, is amended to read as
follows:

"SEC. 714. EXCESS PROFITS CREDIT-BASED ON INVESTED CAPITAL.

"The excess profits credit, for any taxable year, computed under
this section, shall be the amount shown in the following table:

"If the invested capital for the taxable The credit shall be:
year, determined under section 715,
is:

Not over $5,000,000 ...----------- 8% of the invested capital.
Over $5,000,000----- ---- $400,000, plus 7% of the excess over

$5,000,000."

54 Stat. 995.
26 U. . ('. . 752.

54 Stat. 9S1.
26 U.S.C. 714.
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SEC. 202. DEDUCTION OF EXCESS-PROFITS TAX.

53 Stat. 12.
26 U. S. C. 4 23 (c).

40 Stat. 302, 1088;
42 Stat. 271; 48 Stat.
208, 770.

53 Stat. 56.
26 U. S. C. 131.

54 Stat. 975; ante,
p. 26.

26 U. . C. §C 710-
752.
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54 Stat. 989.
26 U.S. C. 730.

53 Stat. 35.
26 U. S. C. J 102 (d)

(1) (A).

54 Stat. 975; ante,
p. 26.

26 U. S. a. 0§ 710-
752.

53 Stat. 12, 867; 54
Stat. 998.

26U. S.C. 23.

M5 Stat. 976.
26 U. S. C. 1 711 (a)

(1) (A).

(a) AMENDMENT OF SECTION 23 (c).-Section 23 (c) of the Internal
Revenue Code (relating to the deduction of taxes in computing net
income) is amended to read as follows:

"(c) TAXES GENERALLY.-
"(1) ALLOWANCE IN GENERAL.-Taxes paid or accrued within

the taxable year, except-
"(A) Federal income taxes;
"(B) war-profits and excess-profits taxes imposed by Title

II of the Revenue Act of 1917, Title III of the Revenue
Act of 1918, Title III of the Revenue Act of 1921, section 216
of the National Industrial Recovery Act, or section 702 of
the Revenue Act of 1934, or by any such provisions as
amended or supplemented;

"(C) income, war-profits, and excess-profits taxes imposed
by the authority of any foreign country or possession of the
United States; but this deduction shall be allowed in the
case of a taxpayer who does not signify in his return his
desire to have to any extent the benefits of section 131
(relating to credit for taxes of foreign countries and posses-
sions of the United States);

" (D) estate, inheritance, legacy, succession, and gift taxes;
and

"(E) taxes assessed against local benefits of a kind tending
to increase the value of the property assessed; but this para-
graph shall not exclude the allowance as a deduction of so
much of such taxes as is properly allocable to maintenance
or interest charges.

"(2) EXCESS-PROFITS TAX UNDER CHAPTER 2E-SPECIAL RULES.-
For the purposes of this subsection, in the case of the excess-
profits tax imposed by Subchapter E of Chapter 2-

"(A) The deduction shall be limited to the tax imposed
for the taxable year, but any portion of such tax paid after
the taxable year shall be considered as having been paid
within the taxable year;

"(B) No reduction in such tax shall be made by reason
of the credit for income, war-profits, or excess-profits taxes
paid to any foreign country or possession of the United
States;

"(C) Such tax shall be computed without regard to the
adjustments provided in section 734; and

'(D) Such tax, in the case of a consolidated return under
section 730, shall be allocated to the members of the affiliated
group under regulations prescribed by the Commissioner,
with the approval of the Secretary."

(b) AMENDMENT OF SECTION 102 (d).-Section 102 (d) (1) (A)
of the Internal Revenue Code (relating to the deduction of taxes in
computing section 102 net income) is amended to read as follows:

"(A) Taxes.-Federal income, war-profits, and excess-
profits taxes (other than the tax imposed by Subchapter E
of Chapter 2 for a taxable year beginning after December
31, 1940) paid or accrued during the taxable year, to the
extent not allowed as a deduction by section 23, but not
including the tax imposed by this section or a corresponding
section of a prior income-tax law."

(c) COMPUTATION OF EXCEss-PROFrTS NET INCOME.-
(1) TAXABLE YEARS BEGINTNOI ArER DECEMBER a1, 1940.-

(A) Section 711 (a) (1) (A) (relating to adjustment for
income taxes in computing excess-profits net income under
income credit) is amended to read as follows:

[55 STAT.700
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"(A) Income Taxes.-In computing such normal-tax net
income the deduction for the tax imposed by this subchapter
shall not be allowed ;".

(B) Section 711 (a) (2) (C) (relating to adjustment for
income taxes in computing excess-profits net income under
invested capital credit) is amended to read as follows:

"(C) Income Taxes.-In computing such normal-tax net
income the deduction for the tax imposed by this subchapter
shall not be allowed;".

(2) TAXABLE YEARS IN THE BASE PERIOD.-Section 711 (b) (1)
(A) (relating to adjustment for income taxes for taxable years
in the base period) is repealed.

(d) COMPUTATION OF CHARITABLE, ETC., DEDUCTIONS.-
(1) Section 711 (a) (1) of the Internal Revenue Code is

amended by inserting at the end thereof the following new
subparagraph:

"(G) Computation of Charitable, Etc. Deductions.-In
determining any deduction the amount of which is limited
to a percentage of the taxpayer's net income (or net income
from the property), such net income (or net income from the
property) shall be computed without regard to the deduction
on account of the tax imposed by this subchapter."

(2) Section 711 (a) (2) of the Internal Revenue Code is
amended by adding at the end thereof the following new sub-
paragraph:

"(I) Computation of Charitable, Etc., Deductions.-In
determining any deduction the amount of which is limited
to a percentage of the taxpayer's net income (or net income
from the property), such net income (or net income from
the property) shall be computed without regard to the deduc-
tion on account of the tax imposed by this subchapter."

(e) ExcEss-PROFITs CREDrr CARRY-OVER.-Section 710 (c) (1)
(defining the unused excess-profits credit) is amended by adding at
the end thereof a new sentence to read as follows: "For such purpose
the excess-profits credit and the excess-profits net income for any
taxable year beginning in 1940 shall be computed under the law
applicable to taxable years beginning in 1941.".

(f) EQUITY INVESTED CAPITAL.-Se(tion 718 (c) (3) (relating to
the computation of earnings and profits for invested capital purposes)
is amended by adding after the word "subchapter" the words "or
chapter 1".

(g) ADJUSTMENT OF ABNORMAL BASE PERIOD NET INcoiE.--Section
722 (c) (placing a limit on the amount of relief afforded under sec-
tion 722) is amended by adding at the end thereof a new sentence
to read as follows: "For the purposes of this subsection and subsec-
tion (d) the taxpayer's normal-tax net income shall be computed
without deduction of the tax imposed by this subchapter.".

(h) NONDEDUCTIBILITY OF EXCESS Porrrs TAX IN COMPUTrATON OF
DECLARED VALUE EXCESS PROFITrrs TAx.-Section 602 of the Internal
Revenue Code is amended by striking out "computed without the
deduction of the tax imposed by section 600" and inserting in lieu
thereof "computed without the deduction of the tax imposed by sec-
tion 600 or the tax imposed by Subchapter E of Chapter 2".

(i) ADJUSTED DECLARED VALUTE.-
(1) Section 1202 (b) (1) (C) of the Internal Revenue Code

is amended to read as follows:
"(C) its net income computed without the deduction of

the tax imposed by Subchapter E of Chapter 2,".
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